PRINTER S NO. 87

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 87  *%5”

| NTRODUCED BY DEMPSEY, PESCI, JOHNSON, M CHLOVI C, TRELLQ
GODSHALL, NAILOR, CLARK, PRESTON, Cl VERA, SAURMAN, HESS,
BUSH, HERVAN, FOX, FLICK AND E. Z. TAYLOR, JANUARY 29, 1991

REFERRED TO COVM TTEE ON | NSURANCE, JANUARY 29, 1991
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AN ACT
Amendi ng the act of July 22, 1974 (P.L.589, No.205), entitled

"An act relating to unfair insurance practices; prohibiting

unfair nethods of conpetition and unfair or deceptive acts

and practices; and prescribing remedi es and penalties,”
requiring insurers to pay certain clains within forty-five
days of subm ssion of satisfactory proof.

The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 5(a)(10) of the act of July 22, 1974
(P.L.589, No.205), known as the Unfair |Insurance Practices Act,
i s anmended to read:

Section 5. Unfair Methods of Conpetition and Unfair or
Deceptive Acts or Practices Defined.--(a) "Unfair nethods of
conpetition” and "unfair or deceptive acts or practices" in the
busi ness of insurance neans:

* * %

(10) Any of the following acts if commtted or perforned

wi th such frequency as to indicate a business practice shal

constitute unfair claimsettlenent or conprom se practices:
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(i) Msrepresenting pertinent facts or policy or contract
provisions relating to coverages at issue.

(i1i) Failing to acknow edge and act pronptly upon witten or
oral conmmuni cations with respect to clains arising under
i nsurance policies.

(i) Failing to adopt and inplenment reasonabl e standards
for the pronpt investigation of clains arising under insurance
pol i ci es.

(iv) Refusing to pay clainms wthout conducting a reasonable
i nvestigation based upon all avail able infornmation.

(v) Failing to affirmor deny coverage of clains within a

reasonable tinme not to exceed forty-five days after proof of

| oss statenments have been conpl eted and conmuni cated to the
conpany or its representative.
(vi) Not attenpting in good faith to effectuate pronpt, fair

and equitable settlements of clains within forty-five days in

whi ch the conmpany's liability under the policy has becone
reasonably cl ear.

(vii) Conpelling persons to institute litigation to recover
anount s due under an insurance policy by offering substantially
| ess than the amobunts due and ultimtely recovered in actions
brought by such persons.

(viii) Attenpting to settle a claimfor |less than the anmount
to which a reasonabl e man woul d have believed he was entitled by
reference to witten or printed advertising nmateri al
acconpanyi ng or nade part of an application.

(ix) Attenpting to settle or conprom se clainms on the basis
of an application which was altered wi thout notice to or
know edge or consent of the insured of such alteration at the

time such alterati on was nmade.
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1 (x) Making clains paynents to insureds or beneficiaries not
2 acconpani ed by a statenent setting forth the coverage under

3 which paynents are bei ng made.

4 (xi) Making known to insureds or claimnts a policy of

5 appealing fromarbitration awards in favor of insureds or

6 claimants to induce or conpel themto accept settlenents or

7 conprom ses |less than the anobunt awarded in arbitration.

8 (xii) Delaying the investigation or paynent of clains by

9 requiring the insured, claimnt or the physician of either to
10 submt a prelimnary claimreport and then requiring the

11 subsequent subm ssion of formal proof of |oss forns, both of

12 which subm ssions contain substantially the sane information.
13 (xiii) Failing to pronptly settle clainms within forty-five
14 days, where liability has becone reasonably clear, under one
15 portion of the insurance policy coverage in order to influence
16 settlenments under other portions of the insurance policy

17 coverage or under other policies of insurance.

18 (xiv) Failing to pronptly provide within forty-five days a
19 reasonabl e explanation of the basis in the insurance policy in
20 relation to the facts or applicable Iaw for denial of a claimor
21 for the offer of a conprom se settlenent.
22 (xv) Refusing paynent of a claimsolely on the basis of an
23 insured's request to do so unless:
24 (A) the insured clainms sovereign, eleenosynary, diplomtic,
25 mlitary service, or other immunity fromsuit or liability with
26 respect to such claim
27 (B) the insured is granted the right under the policy of
28 insurance to consent to settlenent of clains; or
29 (© the refusal of paynent is based upon the insurer's

30 independent evaluation of the insured' s liability based upon al
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1 available information.

2 (xvi) Refusing to pay clains within forty-five days after

3 receipt of a conpleted proof of |oss statenent.

4 * * %
5 Section 2. This act shall apply to all clainms submtted on
6 or after the effective date of this act.

7 Section 3. This act shall take effect in 60 days.
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